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Governance Concepts
What is Governance? What is a Board?



What is Governance?

Means in which the leading 

authority, often the board of 

directors… guides and monitors the 

values and goals of its organization 

through policy and procedures.

Source: Philanthropic Foundations of Canada



What is a Board?
“an organized group of people with 
the authority collectively to control 
and foster an institution. . .” 
Source: Governing Boards, by Cyril O. Houle, 1989 Jossey-Bass & NCNB



All nonprofits

• Legal duties
• Care, loyalty and obedience

• Compliance with legal 
requirements
• IRS
• State Nonprofit Corporation Statute
• Charitable registration
• Contractual obligations 

Organization specific

• Governing versus operating board
• Leadership role expectations (including 

participation on committees)
• Leadership succession
• Term limits
• Decision-making process (committee 

roles)
• Board rules and policies

Board Service



3 Modes of Governance

Fiduciary, Strategic and Generative Modes of 
Governance; thorny governance challenges



What is a Fiduciary?
• The highest legal duty of one party 

to another, being a fiduciary requires 
being bound ethically to act in the 
other's best interests. 

• A fiduciary might be responsible for 
general well-being, but often the 
task involves finances—managing 
the assets of another person, or of a 
group of people, for example.

Source: Investopedia.com



1. Fiduciary Mode

financial discipline, oversight + 
fidelity to the mission

Resources:

• Statement of Financial Position, Statement 
of Activities, Statement of Cash Flows

• Forecasts

• Budgets



2. Strategic Mode
• alignment of capabilities, 

strengths and weaknesses to 
opportunities to maximize impact

• tools: strategic plan, committees, 
task forces



Generative Governance

• Goal: to observe and converse, to 

expose rather than to inspect; to 

see what comes into focus; to 

prepare for the important 

decisions to come.
SOURCE: “Governance as Leadership: Reframing the Work of Nonprofit 
Boards,” Barbara Taylor, William Ryan and Richard P. Chait



3. Generative Mode
• the capacity of the participants to wrestle 

with the “sense of problems and 
opportunities” that drives strategy, policy, 
and problem-solving in an organization.

• Tools: Open-ended questions, space for 
generative discussion, comfort with 
unanswered questions



Reflection
• Which mode of governance 

will be harder to achieve?

• What are you doing to evolve 
your board, improve 
governance, or adopt “better” 
practices?



Research on Nonprofit Board Practices



Oversight of the CEO

“The board’s oversight of the chief executive is their most 

important oversight role. As the staff leader of the organization, the 

organization’s success rest largely on the shoulders of the executive, 

and the board is responsible for ensuring that the chief executive 

has the support, direction, and oversight needed to do that 

effectively.”





Dialogue vs. Debate

• Dialogue is collaborative. 
Multiple sides work toward 
shared understanding.

• In dialogue, one searches for 
strengths in all positions.

• Dialogue assumes that people 
have pieces of answers, and 
that cooperation can lead to 
workable solutions.

• Debate is oppositional. Two 
opposing sides try to prove each 
other wrong.

• In debate, one submits one’s best 
thinking and defends it against a 
challenge to show that it is right.

• Debate assumes someone already 
has a single, correct answer.



1. Ineffective division of labor
Consequences include resentment, burnout, 
and missed opportunities to leverage talent

Tips and Tools:

• Committee charters

• Structured agenda with meaningful 
committee reports

4 Thorny Governance Risks



2. Undisclosed Conflicts of Interest

“A conflict of interest exists when a board member, officer or 
management employee has a personal interest that is in conflict with 
the interests of the organization, such that he or she may be influenced 
by this personal interest when making a decision for the organization.” 

“Managing Conflicts of Interest: A Primer for Nonprofit Boards,” BoardSource



• Heavy-handed oversight is a problem. 
A Board member who has an interest in 
managing the daily operations of the 
organization faces a conflict with her 
responsibility to provide oversight.  

• Hands-off oversight is also a problem. 
A Board member who is unwilling to 
engage in governance activity and 
oversight is in conflict with the needs of 
the organization and unable to discharge 
the legal duty of care required of all 
Board members.  

Oversight style can create a Conflict of Interest!



COI Tips and Tools

1. Routinize disclosure

2. Recognize the nuanced nature of COIs:
§ Financial vs. Non-Financial 
§ Individual vs. Organizational
§ Inconsequential vs. Illegal/Unethical

3. Choose the appropriate course of action 



3. Failure to focus on the future

• Boards that get caught up in the ‘present’ 
often leave insufficient time to talk about 
the future

• “...if a board ever encounters a major 
financial question that must be answered 
right now, it’s either the wrong kind of 
question or it’s the right kind of question 
that was raised too late.” 

- Thomas McLaughlin, Separate Responsibilities: Assets are for boards, Activities are for 
managers, NonProfit Times



Strategy is hard!

“Mistaking planning for strategy is a 
common trap. Even board members, 
who are supposed to be keeping 
managers honest about strategy, fall 
into it. They are, after all, primarily 
current or former managers, who find it 
safer to supervise planning than to 
encourage strategic choice.”

“The Big Lie of Strategic Planning, Harvard Business Review



4. Poorly managed conflict4. Poorly managed conflict



The downside consequences of conflict
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• Wasted resources (we were entrusted to steward)

• Wear and tear on staff/volunteer morale + premature departures

• Hesitancy by both parties to surface critical issues or challenges that require 
discussion and collaborative action

• Deliberate action by either the board or the CEO that excludes the participation or 
perspective of the other

• Untimely departures by members of the board who prefer to volunteer in 
nonprofits where the leadership team can harmonize



Common causes of conflict
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• Lack of trust

• Ineffective division of labor

• Poor communication

• Stubbornness? (”the prior 
board wanted it THIS way!”)

Others?



Better (Best) Practices
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• Constructive partnership = each needs 
the other

• “Mindset of interdependence and a 
culture of shared responsibility.” 

– Jeff DeCagna

What it feels like: “we need one another” and 
“we’re in this together.”

#1 – Constructive Partnership



#2 – Humility
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Curiosity over Judgement



Alan Alda
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“There’s another great cooperation killer, the Sound 

of Certainty: the triumphant, but self-defeating, tone 

of voice that announced, I know what I’m talking 

about and that ends the discussion. It’s a tone that 

doesn’t invite the other person in, but instead, 

diminishes them to the rank of outsider.”



#3 - Cooperation
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Leadership is a team sport

“...small, diverse groups of people with a dizzying 
array of different and diverging hopes and fears can 
try to work together to make something more 
impactful than they could alone.” 

– Matthew Barzun describing the insights of Mary Parker Follett



#4 – Clear Expectations
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• Discuss and agree on roles and 
responsibilities

• Get comfortable with changing the line-up 
to meet needs and circumstances

• Board members as ‘subject matter experts’

• Board Governance Style:
• Do we want to be a strategic, future-focused governing 

board? Or a hands-on operational board that is an 
extension of the staff team? 



#5 – Strategic Thinking
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#6 – Culture of Candor
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• Candor as an ethical duty…

• The “psychologically safe” workplace: 
the fear of holding back eclipses the 
fear of sharing sensitive, threatening, 
or wrong ideas



#7 – Active Accountability
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• What is accountability?

• What are the costly consequences of poor accountability?

• Holding board members accountable:
• Gentle reminders: staff
• Tough conversations: board chair or governance and board development 

committee chair



#8 - Transparency

§ Transparency while recruits are in your 
pipeline

§ Gentle reminders that governance is a 
team sport; some board members may 
need to sit in a penalty box or be 
ejected from the game!

§ Resolve to learn from one another



#9 – Patience and Grace

• Pause and reflect: Make time for candid, 
difficult conversations

• Change it up: Consider new roles and 
responsibilities

• Example: Everyone serves a tour on the Audit and 
Finance Committee!



#10 – Ambiguity + Uncertainty

• Begin each meeting with a generative 
discussion: 

• Open-ended questions about the most 
critical issues facing your organization; 
get comfortable with unanswered 
questions



Put Risk-Taking and Risk 
Appetite on the Board Agenda

Invite the board to discuss:

• What big risks should we take or 
consider to advance our mission this 
year?

• In what ways are we bold? Risk averse? 
What are the consequences of being 
bold or risk averse?
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§ Straightforward Committee Charters

§ Board Pledge (“I will” and “I won’t” statements)

§ Annual onboarding/refresher training

§ Small number of standing committees and ad hoc/advisory 
committees

§ Annual, transparent Board self-evaluation and completion of Exit 
Interviews with all departing board members

Governance Resources



What is Dialog?
• “The object of a dialogue is not to 

analyze things, or to win an 
argument, or to exchange 
opinions. Rather, it is to suspend 
your opinions and to look at the 
opinions—to listen to everybody’s 
opinions, to suspend them, and to 
see what all that means.”

SOURCE: On Dialogue, by David Bohn



Dialogue vs. Debate

• Dialogue is collaborative. 
Multiple sides work toward 
shared understanding.

• In dialogue, one searches for 
strengths in all positions.

• Dialogue assumes that people 
have pieces of answers, and 
that cooperation can lead to 
workable solutions.

• Debate is oppositional. Two 
opposing sides try to prove each 
other wrong.

• In debate, one submits one’s best 
thinking and defends it against a 
challenge to show that it is right.

• Debate assumes someone already 
has a single, correct answer.



Closing Thoughts 

A few closing thoughts and takeaways



You can’t know the 
future
Successful organizations aren’t 

better at predicting the future. 

Instead, they were the ones who 

acknowledged they could not predict 

the unexpected and therefore 

prepared better. 

– Jim Collins and Morten Hansen
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“We will grow as a company if 
everyone, individually, grows 
in their roles and in their 
lives...”
— Satya Nadella 

Nadella’s view
Exercising a growth mindset entails being 
“customer-obsessed, diverse, and 
inclusive” and moving from being a 
“know-it-all” to being a “learn-it-all”
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“Research has shown that of all 

forms of human motivation the 

most effective one is progress. 

Why? Because a small, concrete win 

creates momentum and affirms our 

faith in our further success.” 

– Greg McKeown, Essentialism



Identify your 
‘wrong turns’

“A step backward, after 

making a wrong turn, is 

a step in the right 

direction.” – Kurt Vonnegut



Sign up for the RISK eNews! nonprofitrisk.org
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